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Shell climate disclosures: Déjà vu? 
 

Coming round again 

As the responses to the resolutions filed over the last couple of years come to a head during the current 

AGM season -- Exxon, Chevron, Shell and Total all have AGMS next week -- it is worth taking a walk 

down memory lane. Oil companies have been providing climate disclosures for decades now – but are 

they getting any better? 

Shell knew 

It would be great to have a company which recognised the carbon bubble – that burning all fossil fuel 

resources would take us beyond the atmospheric CO2 concentration that results in two degrees of 

anthropogenic global warming. This also shows how easy it is to turn resources into CO2 emissions. The 

chart below comes from Shell Global Scenarios 1998 – Shell knew exactly what the numbers were nearly 

20 years ago. 

 

Source: Shell Global Scenarios 1998 

Producer responsibility 

http://www.shell.com/energy-and-innovation/the-energy-future/scenarios/new-lenses-on-the-future/earlier-scenarios/_jcr_content/par/tabbedcontent/tab_205603568/textimage.file/1447230864720/845158315a9a35f85134e3b588ddec9a/shell-global-scenarios19982020.pdf
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Secondly we would expect any company to acknowledge the impacts of its products in contributing to 

climate change. These numbers show how significant a small group of companies are in making money 

from supplying fossil fuels on an annual basis. The graphic below comes from the Shell Sustainability 

report in 2004 – Shell was responsible for around 3.6% of global emissions from its 3.8m boe a day of oil 

and gas production, with the majority of that coming from use of its products rather than direct 

operations.  

Source: Shell Sustainability report 2004   

http://reports.shell.com/sustainability-report/2013/servicepages/previous/files/shell_report_2004.pdf
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Similarly the chart below comes from the BP Sustainability report 2003 – BP stated “fuels and other 

products we sell each year account for 5% of total world emissions.”  

 

Source: BP Sustainability report 2003  

http://www.bp.com/content/dam/bp/pdf/sustainability/group-reports/BP_Sustainability_Report_2003.pdf
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So combined, Shell and BP used to admit their operation and products equated to 8.6% of global fossil 

fuel emissions. 

Endless resources vs Valued production 

If we now compare this to the recent documents oil majors have published, companies are picking 

figures which suggest a much lower exposure for a group of companies than the proportion just two 

companies previously identified related to their products. Shell now prefers to use the figure that: 

“The largest 20 private-sector oil companies have less than 2% of the CO2 emissions embedded in oil, gas 

and coal reserves in the ground.” 

Conoco are using a similar approach in their presentations on carbon asset risk. The set of statistics in 

the slide below indicates the distribution of potential emissions if we were to burn all remaining fossil 

fuels with no time limit, in order to produce some lower percentages for listed companies. However it 

also acknowledges at present listed companies contribute 38% of global oil and gas production, and the 

majority of their value relates to the next 10-15years.  

 

Source: Conoco Phillips presentation October 2015 

This approach is comparing apples and orangutans. There is enough coal in the ground to last for over a 

century and the Saudis claim to have 60 years of production left. There is no way we could burn all of 

these resources within the next couple of decades, so it is not valid to compare them to the reserves of 

oil majors which are focused on the shorter term. For example, Shell’s proven reserves reported to its 

shareholders are around 10.5 years of production and its resources equivalent to 25 years of 

production. What is important both for shareholders and for the climate is who is going to produce fossil 

fuels over the next couple of decades, within the carbon budget, and before it runs out. 

http://www.conocophillips.com/sustainable-development/environment/climate-change/Documents/10222015-COP-CarbonAssetRisk-PresbyterianSymposium.pdf
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Shell’s response to the ongoing engagement from investors trying to constructively understand what 

Shell would look like under a range of scenarios is disappointing. The Shell Energy Transitions and 

Portfolio Resilience document published in May 2016 draws significantly from IHS and IPIECA 2014-15 

outputs - which we discuss in detail here.  

Capex focus 

Given the urgency with which we need to tackle climate change, the focus needs to be on the near term, 

rather than the convenient use of statistics which downplay the contribution of the private sector. In 

terms of production they are hugely significant. And as our cost curve analysis - $2trillion Danger Zone - 

has shown, the oil majors have some of the largest absolute levels of unneeded capex in a 2DS. We look 

forward to the first major which produces two sides of detailed analysis on its range of breakeven costs 

for new projects, with a commitment not to go ahead with potential new oil and gas projects that are 

not needed in a 2DS demand scenario. 

Price volatility 

Shell claimed in its May 2014 response to carbon asset risk that “The huge investment required to 

provide energy is expected to require high energy prices, and not the drastic drop envisaged for 

hydrocarbons in the carbon bubble concept.” Our analysis was never based on a drastic drop, although 

one came to pass shortly after Shell’s letter to shareholders. Oil prices may well recover this year, but in 

this new era of oil states competing for volume not maintaining prices oil companies need to be 

planning for greater volatility in prices than they were when oil was sitting above $100/bbl. 

CCS dependent 

Shell continues to base its long-term business model on the use of Carbon Capture & Storage, (CCS). A 

widespread introduction of CCS post-2030 leading to major application in the second half of the century 

is one plausible scenario. But there are other scenarios that need stress testing. Firstly, rapid advances in 

renewables, energy storage and electric vehicle technologies could make fossil fuels uncompetitive, 

especially if additional carbon prices or CCS costs are added. Alternatively BAU prevails and we head 

towards 4 degrees of warming, with all the physical impacts and disruption that is likely to cause. As 

some investors have started to think what their long-term investment strategy should be in a rapidly 

warming world, the same question should be answered by the oil majors, as the feedback effects may 

not make it a favourable operating environment for them either. 

Shadow carbon prices 

The latest Shell brochure answers the shareholder question about portfolio resilience by referencing the 

shadow carbon price Shell has applied to operational emissions. This internal carbon price is not applied 

to the emissions from use of the company’s fuel products, so results in very small per barrel cost that 

does not impact final investment decisions. For example over the years it has been in place, Shell’s 

shadow carbon price has not prevented billions being wasted on oil sands investment, or written off in 

the Arctic. The answers to this question should relate to the margins the company expects, which it 

acknowledges are largely driven by commodity prices and costs, and ultimately supply and demand 

dynamics. As our latest analysis - Sense & Sensitivity – shows, we calculate the oil majors could be worth 

https://www.google.co.uk/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=0ahUKEwjLq9q49uXMAhXlA8AKHfx9B-UQFggcMAA&url=http%3A%2F%2Fwww.shell.com%2Finvestors%2Fenvironmental-social-and-governance%2Fenvironmental-and-social%2Fsri-reporting%2F_jcr_content%2Fpar%2Ftextimage.file%2F1462961430899%2F60b15b25508ae5277dc6f4186eda24e5%2Fshell-energy-transitions-and-portfolio-resilience.pdf&usg=AFQjCNEpdAPW8aZsc9k4xqG_SNw4pjiblA&sig2=Bmqt2XxsVtGwtfM23SR42g&bvm=bv.122448493,d.ZGg
https://www.google.co.uk/url?sa=t&rct=j&q=&esrc=s&source=web&cd=1&cad=rja&uact=8&ved=0ahUKEwjLq9q49uXMAhXlA8AKHfx9B-UQFggcMAA&url=http%3A%2F%2Fwww.shell.com%2Finvestors%2Fenvironmental-social-and-governance%2Fenvironmental-and-social%2Fsri-reporting%2F_jcr_content%2Fpar%2Ftextimage.file%2F1462961430899%2F60b15b25508ae5277dc6f4186eda24e5%2Fshell-energy-transitions-and-portfolio-resilience.pdf&usg=AFQjCNEpdAPW8aZsc9k4xqG_SNw4pjiblA&sig2=Bmqt2XxsVtGwtfM23SR42g&bvm=bv.122448493,d.ZGg
http://www.carbontracker.org/wp-content/uploads/2015/01/CTI-IHS-IPIECA-Response-Full.pdf
http://www.carbontracker.org/wp-content/uploads/2015/11/CAR3817_Synthesis_Report_24.11.15_WEB2.pdf
https://www.google.co.uk/url?sa=t&rct=j&q=&esrc=s&source=web&cd=4&cad=rja&uact=8&ved=0ahUKEwiq1fv7j-bMAhXKIcAKHTZuCUkQFggyMAM&url=http%3A%2F%2Fs02.static-shell.com%2Fcontent%2Fdam%2Fshell-new%2Flocal%2Fcorporate%2Fcorporate%2Fdownloads%2Fpdf%2Finvestor%2Fpresentations%2F2014%2Fsri-web-response-climate-change-may14.pdf&usg=AFQjCNFA0TYfPvRwkwQ26naT8u9YetYoIQ&sig2=DZQbbtyW5zPeQ3vZ-GCgEQ
http://www.carbontracker.org/wp-content/uploads/2016/05/Sense-Sensitivity_Full-report2_28042016.pdf
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more if they focus on a smaller lower cost portfolio. Given this it is not clear why the majors are so 

reluctant to embrace a 2DS, other than it grates with their growth culture. 

 

No plans to change? 

Shell hides a critical point in the disclaimer in their Energy transitions & portfolio resilience brochure: 

the company has “no immediate plans to move to a net-zero emissions portfolio over our investment 

horizon of 10-20 years”. One would hope some of this theoretical exercise has rubbed off on the 

executives – but if the company is just going through the motions this doesn’t leave them any better off 

than Exxon, who openly dismiss this as a plausible outcome. Total have indicated that they are 

reorganizing to become the “responsible energy major”- this could set the standard by providing a 

structure which can deliver a company aligned to the 2DS. 

Déjà vu? 

Looking back over the last 20 years, it seems like Shell has gone backwards in terms of transparency, and 

is still recycling the same old green initiatives, and attempting to deflect responsibility in the face of 

what the Economist has termed an existential threat to its business. The question now is how investors 

show their displeasure, as they review the effectiveness of their engagement, and the progress 

companies have made in the decades they have known about this problem. 

 

 

James Leaton 

Research Director 
Carbon Tracker Initiative 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.total.com/en/media/news/press-releases/total-presents-proposed-new-organization-achieve-its-ambition-become-responsible-energy-major
http://www.economist.com/news/briefing/21688919-plunging-prices-have-neither-halted-oil-production-nor-stimulated-surge-global-growth
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Disclaimer 

• CTI is a non-profit company set-up to produce new thinking on climate risk.  CTI publishes its research for 

the public good in the furtherance of CTIs not for profit objectives. Its research is provided free of charge and CTI 

does not seek any direct or indirect financial compensation for its research. The organization is funded by a range 

of European and American foundations. CTI is not an investment adviser, and makes no representation regarding 

the advisability of investing in any particular company or investment fund or other vehicle. A decision to invest in 

any such investment fund or other entity should not be made in reliance on any of the statements set forth in this 

publication.  

 

• CTI has commissioned Energy Transition Advisors (ETA) to carry out key aspects of this research. The 

research is provided exclusively for CTI to serve it’s not for profit objectives. ETA is not permitted to otherwise use 

this research to secure any direct or indirect financial compensation. The information & analysis from ETA 

contained in this research report does not constitute an offer to sell securities or the solicitation of an offer to buy, 

or recommendation for investment in, any securities within the United States or any other jurisdiction. The 

information is not intended as financial advice. This research report provides general information only. The 

information and opinions constitute a judgment as at the date indicated and are subject to change without notice. 

The information may therefore not be accurate or current. The information and opinions contained in this report 

have been compiled or arrived at from sources believed to be reliable in good faith, but no representation or 

warranty, express or implied, is made by CTI or ETA as to their accuracy, completeness or correctness. Neither do 

CTI or ETA warrant that the information is up to date.  

 
 

 

 

 

 

 

 

 


